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Objectives,  Scope,  Methodology 


• Objective 

- Find  Qualified  Prospects  for  FDMC's  Services 

• Scope 

- Contact  Independent  Banks,  Bank  Holding 
Companies,  and  Banks  in  Holding  Companies 

- Complete  a Minimum  of  100  Interviews  of  U.S.  Banks 

• Methodology 

- Telephone  Interviews  with  Target  Bank  Officers 

- FDMC  Verified  Names,  Phone  Numbers 

- No  Introductory  Letter  Sent 




ZFDM-4 


INPUT®  J 


INPUT  Conventions 


• Questionnaire  Included  Questions  with  Multiple 
Responses.  INPUT  Tabulated  the  Total  Number 
of  Responses. 

• Interest  = Expressed,  Not  Implied,  Interest 
("Yes"  to  Question  24,  36,  or  38) 
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Prospecting  Results 


Research  Results 


Surveys  Completed:  117 


Surveys  Tabulated:  114* 


Market  Intelligence  Items:  6,200 


Volume  of  Information  (Characters):  89,000 


* For  3 surveys,  respondents  indicated  In-House  operation 
& no  interest  in  3rd-party  products/services. 
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Respondent 

Characteristics 
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Respondent  Profile 


Assets 

- Range:  $500  Million  to  $49.99  Billion 

- Mean:  $1  Billion  to  $4.99  Billion 

- Median:  $1  Billion  to  $4.99  Billion 

- Mode:  $1  Billion  to  $4.99  Billion 


% of 

Legal  Organization  of  Bank 

Sample 

- Bank  Holding  Companies/Parent 

10.3 

- Banks  in  Holding  Company  Group 

24.1 

- Independent  Banks 

65.6 

Total 

100.0 

• Respondent  Banks  Had  Medium-Sized 
Asset  Bases 

• Primary  Focus  of  Surveys  Was  Independent 
Banks 
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Titles  of  Survey  Respondents 


Title 

Chairman/CEO 
President/COO 
Executive  V.P. 

Subtotal 


No.  of 
Respondents 

47 

19 

27 


Percent  of 
Respondents 

27 

11 

15 


93 


53 


Sr.  V.P.  Finance/CFO/Cashier/ 
Controller/Treasurer  25 

Sr.  V.P.  Operations  11 

Sr.  V.P.  Marketing/Technology/ 
Planning  7 

Sr.  V.P.  (Unspecified)  23 

Subtotal  66 

Director/Manager  2 

Assistant  V.P.  2 

V.P.  (Unspecified)  8 

Executive  Secretary/Other  8 

Subtotal  20 

Total  179 


14 

6 

4 

13 

37 

1 

1 

4 

4 

10 

Too 


Survey  Team  Successfully  Contacted 
Bank  Executives 
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Geographic  Distribution  of  Respondent  Banks 


• Nearly  65%  of  Respondents  Concentrated 
in  Northeast 
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Overall  Interest  In  Outside  Services 


Asset 

Size 

($  Billions) 

DP 

Services 
To  Corres. 
(Percent) 

Average 
Number 
of  Banks 
Serviced 

No  interest  (79) 

3.30 

46 

43 

All  respondents  (117)  3.27 

36 

59 

Interested  (38) 

3.10 

18 

143 

• Independent  Banks  Showed  Most  Interest 

• Banks  with  More  Correspondent  Banking 
Customers  Were  Interested  in  Outside  Services 
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Interest  in  Using  Outside  Services 


• Interest  in  offering  "downstream"  services  through 
3rd-party  vendors 

Number  of 
Category  Respondents 

Interested  33 

Not  Interested  69 


• Reasons  cited  for  lack  of  interest 

Reason 

Strategic  Decision  Not  to  Offer 
Don't  Want  to  Serve  Other  Banks 
Tried  It  Before — No  Longer  Doing  It 
Pending  Changes  in  Bank  Ownership 
"Skeptical  of  Guaranteed  Profit" 

Subtotal 

Other 

Done  In-House 

Not  Thought  About  It 

No  Response  „ , 

Subtotal 


No.  of 
Responses 


Total  68 

• Strategic  Considerations  Represent  43%  of 
Respondents'  Reasons  for  Not  Using  Outside  Service 

• In-House  Operations  Represent  44%  of  Respondents' 
Reasons 
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Interest  in  Facilities  Management  Services 


Category 

Interested 
Not  Interested 
No  Response 


Number  of 
Respondents 
22 
86 
6 


114 


Reasons  cited  for  lack  of  interest 

Reason 


No.  of 
Responses 


Strategic  Decision  Not  to  Offer 
Don't  Want  to  Serve  Other  Banks 
Tried  It  Before — No  Longer  Doing  It 
Pending  Changes  in  Bank  Ownership 
Lack  of  Good  Service/Lack  of  Responsiveness 


17 

1 

2 

2 

4 


Subtotal 

26 

Other 

Using  Outside  Service  Vendor 

5 

Done  In-House 

50 

Not  Thought  About  It 

2 

o 

No  Response 

Subtotal 

z 

59 

About  20%  of  Banks  Interested  in  Facilities 
Management 

Nearly  60%  of  Banks  Not  Interested  in  FM  Due  to 
In-House  D.P.  Operation 

5%  of  Respondents  Not  Aware  of  FM — How  Costly 
to  Educate  Them? 
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Credit  Cards  Issued 


Relationship  with  Visa  or  Mastercard 


Has  Agreement 

No  Agreement 

Total 


Interest  No  Interest  Total 
27  60  87 

9 16  25 

"36  ~16  Tl2 


Number  of  Cards  Issued 


Independents 
Mean:  98,400 

Range:  3,000-500,000 

Median:  35,000 


Holding  Co.  Banks 

157,500 

10,000-1,000,000 

85,000 


Only  2 Banks  Issue  Their  Own  Credit  Cards 
(Valley  Bank  of  Nevada;  Syracuse  Savings) 


• Nearly  All  Banks  Have  Agreements  with 
Mastercard  or  Visa 

• 30%  of  Banks  with  MC/Visa  Agreements  Are 
Interested  in  Using  Outside  Services;  36%  of 
Banks  without  Agreements  Are  Interested 
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Credit  Card  Processing 


Credit  Card  Processing  Done: 

Category  Interest 


No  Interest  Total 


In-House 

By  Outside  Service 

Total 


7 

19 

26 


26 

30 

56 


33 

49 

82 


Outside  Services  Used  for  Credit  Card  Processing 


Services 


Interest  No  Interest  Total 


ESBA 

3 

9 

12 

ASBCA 

2 

2 

4 

FDR 

3 

10 

13 

EM  NET 

1 

0 

1 

Omaha  Nat'l  Bank 

1 

1 

2 

Marine  Midland 

2 

0 

2 

State  Street 

2 

0 

2 

Secure  Data  Corp. 

1 

0 

1 

First  Wisconsin 

1 

0 

1 

Columbus  Bank 

1 

0 

1 

Mellon  Bank 

1 

0 

1 

Mastercard/Visa 

1 

1 

2 

Bank  Systems 

0 

1 

1 

Chemical  Bank 

0 

1 

1 

19 

25 

44 

• Greatest  Concentration  of  Prospects  Is  Banks  Having 

Credit  Card  Processing  Done  by  Third  Parties 

• For  This  Sample,  ESBA  and  FDR  Do  Processing  for  5 1 % 

of  Banks  Surveyed 

• ESBA  & FDR  Yielded  Most  Prospects 

• Other  Targets:  Customers  of  Marine  Midland  & State  Street 
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Credit  Card  Authorization 


Credit  Card  Authorization  Done: 


Interested 

No  Interest 

Total 

In-House 

6 

30 

36 

By  Outside  Service 

19 

20 

39 

Total 

25 

50 

75 

Outside  Services  Used 

for  Credit  Card  Authorization 

Service 

Interest 

No  Interest 

Total 

Eastern  States 

3 

8 

11 

Atlantic  States 

2 

3 

5 

FDR 

2 

6 

8 

State  Street 

3 

0 

3 

National  Data  Corp. 

1 

3 

4 

Others  (15) 

8 

7 

15 

19 

27 

46 

• Greatest  Concentration  of  Prospects  Is  Banks  Having 
Credit  Card  Processing  Done  by  Outside  Service 

• Eastern  States  & State  Street  Yielded  Most  Prospects 

• Other  Targets:  Customers  of  Atlantic  States,  Marine 

Midland,  First  Wisconsin 
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ATM  Ownership  and  Network  Membership 


• Only  10  Independent  Banks  of  77  (13%)  and 
1 Bank  Holding  Company  of  24  (4%)  Do  Not 
Have  Their  Own  ATMs. 


• Only  7 Independent  Banks  of  74  (9%)  and 
1 Holding  Company  Bank  of  24  (4%)  Are  Not 
Part  of  an  ATM  Network. 


• ATM  Network  Membership  Is  Now  a 
Banking  "Requirement" 
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ATM  Networks 

Used 

Major  ATM  Networks 

Interest 

No  Interest 

Total 

MAC 

2 

11 

13 

MOST 

4 

6 

10 

CIRRUS 

7 

19 

26 

PLUS 

8 

22 

30 

TREASURE 

1 

2 

3 

STAR 

2 

5 

7 

NYCE 

4 

13 

17 

YANKEE 

2 

6 

8 

30 

84 

114 

Note:  Banks  Could  Use  More 

Than  One  ATM  Network 

Plus  and  Cirrus  Are  Most  Widely  Used  Among 
Surveyed  Banks 

Targets:  Customers  of  "Most"  and  "Yankee"  ATM 
Networks 
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ATM  Cards  Offered 


Only  5 of  74  Independent  Banks  (7%)  Do  Not 
Offer  ATM  Cards 

All  Bank  Holding  Companies  Offer  ATM  Cards 

ATM  Card  Usage 

< 

Interested 

No  Interest 

Total 

ATM  Cards  Not  Used 

0 

3 

3 

ATM  Cards  Used 

43 

61 

104 

- Average  # ATM 
Cards  Outstanding 

71,800 

91,700 

• Nearly  Every  Bank  Offers  ATM  Cards 

• No  Significant  Prospect  Information 
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Outside 
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Current  Use  of  Outside  Vendors 


Number  No.  of 


Category 

Using  Outside 
Vendor 

Banks  in 
Sample 

Percent 

Using 

Percent 
Not  Using 

Independent 

Banks 

41 

76 

53.9 

46.1 

Holding  Co. 
Banks 

16 

37 

43.2 

56.8 

Total 

57 

113 

50.4 

49.6 

• A Greater  Proportion  (Although  Not  Significant) 
of  Independent  Banks  Now  Use  an  Outside  Vendor 
Than  Do  Holding  Company  Banks. 
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Banks  That  Have 

Using  Outside  Vendors 


Not  Considering  No.  of  Percent  Percent  Not 
Category  Outside  Vendor  Banks  Considering  Considering 

Independent 
Banks 

Holding  Co. 

Banks 


12 

35 

34.3 

65.7 

5 

19 

26.3 

73.7 

Total 


17 


54 


About  One-Third  of  Independent  Banks  and  One- 
Fourth  of  Holding  Company  Banks  Have  Considered 
Using  Outside  Vendors. 

Requires  "Missionary  Work"  Until  More  Banks 
See  Outside  Vendor  as  Viable  Alternative 
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Reasons  For  Not  Using  Outside  Vendors 

Banks  That  Have 

Banks  That  Have 

Considered  Outside 

Not  Considered 

Reason  Service  Vendors 

Outside  Vendors 

Total 

In-House 

- Unspecified 

4 

4 

8 

A 

- Better  Control 

2 

2 

4 

- Experience/Made 

Significant  Investment 

0 

7 

1 

- Cost  Effective 

3 

8 

11 

- Better  Quality 

0 

3 

3 

- More  Flexibility 

0 

2 

2 

Subtotal 

35 

"Always  Done  It 

That  Way"  (Policy, 

Philosophy) 

1 

6 

7 

Tried  Outside  Vendor; 

Now  Doing  In-House 

3 

5 

8 

Only  Used  for  Selected 

Applications 

2 

0 

2 

Moving  to  3rd-Party 

Vendor 

2 

0 

2 

Total 

17 

37 

54 

Note:  Multiple  Responses  Were  Possible 

• In-House  "Control";  Cost;  Investments  in  D.P.  Equipment 

• Outside  Vendors  Must  Be  Responsive,  Cost-Effective,  and 

Offer  High-Quality  Software 
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Applications  Provided  by  Outside  Vendors 

Number  of  Banks* 

Application  Independents  Holding  Co.  Banks 


Payroll/Personnel  2 2 

Loan  Processing/Servicing 

(General)  2 0 

- Student  Loans  1 0 

- Commercial  Loans  4 0 

- Consumer  Loans  4 0 

- Mortgage  Loans  7 1 

- Special  Lines  of  Credit  1 0 

Checking  Accounts  5 0 

Savings  Accounts  6 1 

Deposit  Processing/ 

Accounting  3 0 

Trust  Processing  6 4 

Credit  Card  Processing  3 1 

Credit  Card  Authorization  1 0 

Customer  Processing/ 

Analysis  1 1 

Commercial  Real  Estate  1 0 

Leasing  0 1 

Investments  1 0 

Stock/Bond  Trading/Sales  1 4 

IRA  Management  0 1 

General  Ledger/Accounting  2 0 

Balance  Reporting  0 1 

All  9 2 


• Most  Popular  Applications:  "All,"  Trust,  Mortgage, 
and  Savings  Processing 

• Independents  Used  More  Than  3 Times  as  Many 
Applications  as  Did  Holding  Company  Banks 


^ * Note:  Multiple  Responses  Were  Possible 
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Outside  Vendor  Expenditures  & Contracts 


Annual  Expenditures  for  Outside  Services 
(Number  of  Respondents  = 4) 

Average  $81,400 

Range  (Low-High)  $8,000-$324,000 


• 1 of  12  Banks  Using  Outside  DP  Vendor 
Has  a Facilities  Management  Contract. 


• Very  Limited  Response 

• Wide  Range  of  Expenditures  for  Outside  Services 

• Within  This  Sample,  FM  Is  Not  Widely  Used 
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Expiration  of  Service  Contracts 


Less  than  1 Year 
One  Y ear 
Two  Years 
Three  Years 


"Interested" 

Respondents 

2 

0 

0 

0 


"Not  Interested" 
Respondents  Total 


3 

2 

0 

1 


5 

2 

0 

1 


TOTAL 


8 


• Limited  Response 

• Survey  Team  Found  Five  Contracts  with  Expiration 
Dates  of  Less  Than  One  Year 
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Plans  When  Current  Contract  Expires 

Number  of 


Category  Mentions* 

Extend  or  Renew  1 7 

Shop  for  Other  Vendors  5 

Re-evaluate/Review  Decision  5 

Bring  In-House  5 

Stay  with  Bank-Owned  Service  Bureau  3 

No  Plans  2 

Now  Changing  3rd-Party  Vendors  1 

Total  38 


* Multiple  Responses  Were  Possible 
(Number  of  Respondent  Banks  = 33) 


• Of  Banks  with  Option  to  Change  Vendors,  Nearly 
60%  Extend  or  Renew  Contracts 

• About  25%  of  Vendors  Annually  Review  the  Decision 
or  Continually  Shop  Around 

• 13%  of  Respondents  Are  Moving  Operations  In-House, 
the  Primary  Alternative 
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Using  Outside  Vendors 
For  Additional  Services 


Category 

Use  Outside 
Vendors 

Don't  Use 
Outside  Vendors 

Total 

Interested 

10 

8 

18 

Not  Interested 

9 

21 

30 

TOTAL 

19 

29 

48 

• Banks  Using  Outside  Vendors  Were  Nearly  Twice 
as  Likely  to  Be  Interested  in  Adding  Services  from 
a 3rd  Party  as  Were  Banks  Not  Using  Outside  Vendors 


— 
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Services  Considered  From 
Outside  Vendors 


• Leading  Service:  Commercial  Lending/Financial 
Management  (2  Mentions) 

• Other  Services  Considered  (1  Mention  Each): 
Check  Processing  for  Savings  Banks; 

"Back  Office";  Fixed-Asset  Accounting; 

Payroll  Accounting;  Dealer  Floor  Planning; 
General  Bank  Application 


• In  General,  Banks  Consider  3rd  Parties  for 
Ancillary  Services 
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Overall  Vendor  Ratings 
(Scale:  1 = Low;  10  = High) 

• Average  of  4 Criteria 

• Equal  Weighting 


Overall  Ratings  by  Users  of  Outside  Services 


Overall  Ratings  by  Banks  Doing  In-House  Processing 


Interest  in  Other 
Services  (All) 

No  Interest — 
Independent  Banks 

No  Interest — 
Holding  Co.  Banks 

All 


• In-House  Operation  Rated  Higher  Than  Outside 
Vendor  Operations 

• As  Indicated  by  Ratings  of  Current  Vendors,  Users 
of  Other  Outside  Services  May  Be  FDMC's  Best 
Prospects 
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Respondents'  Ratings  of  Outside  Vendors 

Number  of  Overall  (1  = Low; 
Vendor  Respondents  Rating*  10  = High) 


SEI 

4 

8.5 

IGIC** 

3 

8.2 

Mellon 

2 

8.0 

Systematics 

2 

7.1 

Saddlebrook 

2 

7.0 

ADP 

3 

7.0 

NCR 

3 

6.3 

Warrington  Assoc. 

4 

5.2 

Others  (1  Mention)  Include:  Florida  Software;  Total 
Systems;  ISC;  Unisys;  GEISCO;  CompuThrift;  EDS; 
Dominic  & Dominic;  Data  Management  Systems;  and 
Lomas  and  Nettleton 

* Each  Factor  Weighted  Equally 
**  Owned  by  Consortium  of  Banks 


• Best  Targets:  Customers  of  Warrington 
Associates  and  NCR 
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Reasons  for  Low  Vendor  Ratings 


Reason 


Number  of 
Mentions 


Too  Expensive 

Slow  to  Implement  New  Applications 
Lack  of  Timely  Response 
Poor  Service 

Lack  of  Specialized  Applications 
"Too  Structured  Software" 


5 

5 

4 

2 

1 

1 


Keeping  Up-to-Date  Is  More  Important  to  Banks 
Than  Cost,  Which  Is  Also  Relatively  Important 
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Consideration  of  Replacing 
Current  Service  Vendors 


Vendor 

EDS 

Number  of 
Mentions 

2 

Reasons* 

1 - Will  Go  In-House 
1 - "Always  Looking" 

Saddlebrook 

1 

1 - "Always  Looking" 

1 st  Operations 
Research 

1 

1 - Too  Expensive 

SBC 

1 

1 - More  Control;  Better 
Quality  Software 

Systematics 

1 

1 - May  Go  In-House 

Warrington 

1 

1 - "Definitely  Looking 
to  Replace" 

* Key  Reason:  Many  Banks  Axe  Always  Looking  Around 
and  Consider  This  Issue  Annually 


• Real  Reasons:  Desire  for  Control  and  New  Economies 
of  Scale  Resulting  from  Mergers  and  Acquisitions 

• Most  "Controlling"  Banks  Concentrated  in  New  York/ 
New  Jersey 
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In-House 

Processing 
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Usage  & Rating  of  In-House  Data  Processing 


• Use  of  In-House  Data  Processing 


In-House 

External 

Total 

- No.  of  Independent  Banks  60 

12 

72 

- No.  of  Holding  Co.  Banks  32 

3 

35 

92 

15 

107 

• 85%  of  Banks  Do  D.P.  In-House 

• Independent  Banks  Much  More  Likely  to  Use 
Outside  Services  Vendor 
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Satisfaction  with  In-House  D.P. 


(1  = Low;  10 

= High) 

Holding 

Independents 

Co.  Banks 

(N  = 59) 

(N  = 32) 

Meet  Currrent  Needs 

8.6 

7.9 

Develop/Deliver  New  Systems 

7.7 

7.4 

Responsiveness  to  Users 

8.2 

7.4 

Cost  Effectiveness 

8.3 

8.0 

• Overall,  Independent  Banks  Are  More  Satisfied 
Than  Holding  Company  Banks  with  Internal  D.P. 

• All  Banks  Are  Least  Satisfied  with  Ability  to 
Develop  and  Deliver  New  Systems 

• In-House  D.P.  Operations  Are  Not  Perceived  as 
Responsive  to  Users 
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Reasons  for  Low  Ratings  of 
In-House  Operation 


Number  of  Summary  of  Reasons 


Category  Responses 

(Total  Mentions) 

Ability  to  Meet 
Current  Needs 

7 

Heavily  Dependent  on 
Package  Software 
Vendors  (2) 

Ability  to  Deliver 
New  Systems 

28 

Limited  Resources  Force 
Prioritization;  Hard  for 
New  Systems  to  Get  a 
High  Priority  (10) 

Responsiveness  to 
User  Requirements 

21 

Limited  Staff  (4);  Long 
Lead  Times  (2) 

Cost  Effectiveness 

13 

Too  Expensive  (5) 

• Limited  Staff  & Funds  Force  Banks  to  "Make  Do" 
with  What  They  Have,  Rather  Than  Focus  on 
Developing  New  Applications  or  Improving  Customer 
Service 
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Downstream"  Data  Processing  Services 


• Downstream  DP  Services  Offered? 


Category 

Interested 
Not  Interested 

Total 


Services  Services  Not 
Offered  Offered 

7 31 

33  45 

40  76 


Total 

38 

78 

116 


• Same  In-House  D.P.  Software  Used? 


Category 

Interested 
Not  Interested 

Total 


Services  Services  Not 
Offered  Offered  Total 

6 25  31 

0 4 4 

6 29  35 


• Number  of  Downstream  Banks  Served 

Average:  65 

Range  (L-H):  1-400 

Median:  12 

Modes:  8 (3  Data  Points);  100  (3  Data  points) 


• 40%  of  Banks  Not  Offering  Downstream  D.P  Services 
Were  Interested,  vs.  18%  of  Banks  Now  Offering  Those 
Services 

• 88%  of  Banks  (35  of  40)  Offering  Services  Use  the  Same 
Software  as  In-House 

• Since  Banks  Offer  Multiple  D.P.  Services,  Number  of 
Downstream  Customers  Is  High 
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"Downstream"  Data  Processing 
Services  Business 


• Revenue  from  "Downstream"  D.P.  Services 


No.  of  Average  Annual 
Category  Responses  Revenue 

($  Millions) 

Interested  4 7.15 

Not  Interested  6 2.28 


Range 

($Millions) 

0.10-23.00 

0.25-4.50 


• Trend  of  Revenues  from  Downstream  DP  Services 


Number  of 
Category  "Increasing" 
Interested  4 

Not  Interested  18 

Total  22 


Number  of 
"Decreasing" 
2 

3_ 

5 


Same 

2 

1_ 

4 


Total 


8 

•23 

31 


• Banks  Interested  in  FDMC  Services  Have  Larger 
Downstream  Business  Than  Non-Interested  Banks 
(Limited  Sample  Size) 

• 84%  of  Respondents  Indicated  "Increasing"  or  "Flat" 
Revenues  from  Downstream  D.P.  Services 
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Changes  to  Downstream  DP  Revenues 


Reasons  for  Increasing/Decreasing  Revenues 

Number  of 
Respondents* 


Category 


Reason 


Interested: 

Increasing  Revenues 


New  Customers 
Increasing  Volume 


2 

1 


Interested:  • Loss  of  Customers 

Decreasing  Revenues  • Too  Many  Alternatives 


1 

1 


Not  Interested: 
Increasing  Revenues 


New  Customers  3 

Increased  Sales  Effort  4 

Increased  Volume  2 

More  Services  2 

Tailoring  Services  1 

Inflation  1 

Better  Service  2 

Finding  Niches  1 


• Loss  of  Customers 
through  Acquisition 

• Trend  Is  Toward  In-House 

* Multiple  Responses  Were  Possible 


Not  Interested: 
Decreasing  Revenues 


Revenue  Increases  Due  to  Stepped-Up  Sales  Efforts, 
More  Transaction  Volume,  More  Services 
Revenue  Decreases  Due  to  Loss  of  Customers  through 
Acquisition  or  Move  to  In-House  D.P. 
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Bank 

Holding 

Companies 
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Bank  Holding  Companies  (BHCs) 
and  Outside  Services 


© 


• Now  Using  Outside  Services 


Category 

Interested 
Not  Interested 
Total 


Number  of 
Respondents 

4 

_3_ 

7 


• Considered  Using  Outside  Services 


Category 

Interested 
Not  Interested 
Total 


Number  of 
Respondents 

2 

J_ 

5 


• 32  of  35  Bank  Holding  Companies  (91%)  Have 
Centralized  Data  Processing 

• 7 of  35  BHCs  Now  Use  Outside  Services 

• Only  5 of  35  BHCs  Have  Considered  Using 
Outside  Services 
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Centralized  BHC  DP  Operations 


• BHCs  with  Centralized  Operation  Do  DP  at: 

Number  of  Percent 

Category 

Responses 

of  Total 

The  Holding  Company 

10 

33 

The  Lead  Bank 

8 

27 

A Separate  Subsidiary 

7 

23 

A Designated  Bank 

5 

17 

Total 

30 

100 

• 60%  of  BHC's  Data  Processing  Done  by  Holding 
Company  or  the  Lead  Bank 

• Nearly  One  BHC  in  Four  Uses  a Separate  DP 
Subsidiary 
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BHC  Decision-Making  Responsibility 


Decision-Making  on  DP-Buying  Decisions 


Category 

Holding  Co.  Makes  All  Decisions 

Subsidiary  Makes  Some  Decisions 

Total 


Number  of 
Responses 

21 


30 


Subsidiaries  Make  Buying  Decisions  for: 


Product/Service 
Check  Processing 

Everything 


Number  of 
Mentions 

1 


Smaller  BHCs  Allow  Subsidiaries  to  Make  Broad 
DP  Buying  Decisions 
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BHC  Recommenders 


Number  of 

Recommenders  Mentions 

Management/Steering  Committee  2 

Input  from  Subsidiary  Banks  2 

Data  Processing  Subsidiary  2 

Product  Management  Committee  1 

Input  from  Committees  1 

Input  from  Holding  Company  1 

• Independent  Bank  Recommenders 
- [Insufficient  Information] 


• 4 of  9 BHC  Recommenders  Are  "Committees" 
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BHC  Approvers 


Number  of 

Approvers  Mentions 

Management/Executive  Committee  of  BHC  4 

Product  Management  Committee  1 

Senior  Officers  of  DP  Subsidiary  1 

Subsidiary  Board  of  Directors  1 

Steering  Committee  1 

Committe  from  Lead  Bank  & BHC  1 


• Independent  Bank  Approvers 
- [Insufficient  Information] 


• In  8 of  9 Cases,  BHC  Senior  Managers  Approved 
D.P.  Services  Decisions 

• In  Only  1 Case  Was  Approval  Necessary  by  a 
Board  of  Directors 
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Conclusions 

• Multiple  "Cold  Calls"  to  Banks  Yielded  the  Same  Hit 
Rate  as  Sending  Letters  to  Senior  Bank  Officers  (117 
Interviews/38  Prospects;  32%  Rate) 

• Some  Interest  in  Facilities  Management 

• Banks  with  More  Correspondent  Banking  Customers 
Were  Interested  in  Outside  Services 

• Credit  Card  Processing/Authorization  and  ATM  Networks 
Are  Good  Target  Applications 

• More  Education  Required  to  Increase  Number  of  Banks 
Willing  to  Consider  Using  Third-Party  D.P.  Service 
Vendors 


• 60%  of  Banks  Extend  or  Renew  Existing  Contracts 

• Banks'  Revenues  from  Downstream  Services  Are  Generally 
Increasing 


• BHC  Recommenders  Are  Committees;  BHC  Approvers 
Are  Senior  Managers,  Not  Board  Members 


• Best  Prospecting  Targets:  Large,  Independent  Banks 
Offering  a Full  Line  of  Services  to  Downstream  Banks 
(With  BHCs  You’re  Fighting  "NIH  Syndrome"  and 
Executive  Cost  Consciousness.) 
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Appendix  A: 
Questionnaire 


CONFIDENTIAL 


INPUT  QUESTIONNAIRE 


STUDY  TITLE: 

TYPE  OF  INTERVIEW:  □ VENDOR 

O'USER 


O'!: 


TELEPHONE 

ON-SITE 


□ MAIL 


CATALOG.NO.  BL 

F 

P 

h 

SIC.  CODE 

SIZE  CODE 
AREA  CODE 
STUDY  CODE 

DATES 

a 

2 

M M D D Y Y 


INTERVIEWER: 

COMPANY:  

ADDRESS: 


CO.  TYPE: 

SALES: 

NO.  EMPL: 


INDUSTRY  □ 


□ DISCRETE  MANUFACTURING 

□ UTILITIES 

□ INSURANCE 

□ PROCESS  MANUFACTURING 

□ retail 

□ GOVERNMENT  - FEDERAL 

□ TRANSPORTATION 

□'banking 

□ GOVERNMENT  - STATE  & LOCAL 

□ MEDICAL 

□ WHOLESALE 

□ EDUCATION 

□ services 

□ OTHER 

INTERVIEWS 

name  title  telephone  no. 


SUMMARY 


REFERENCES 


• 

Revised  4/14/88 


Hello,  I'm  from  INPUT.  We  are 

conducting  a survey  of  top  banking  executives  like  yourself  to  better 
understand  your  bank's  data  processing  operation.  In  exchange  for  15 
minutes  of  your  time  we  will  be  happy  to  send  an  executive  summary  of 
this  survey  at  no  charge.  The  executive  summary  will  discuss  trends 
that  could  assist  you  in  managing  your  business. 

In  the  past  24  months  our  research  has  revealed  that  30  large  banks 
have  sold  or  spun  off  their  data  processing  units.  We  feel  this  is  an 
important  trend  that  needs  to  be  better  understood  from  the  Chief 
Executive  and  Chief  Financial  Officer’s  perspective.  The  following 
questions  are  designed  to  develop  an  understanding  of  this  trend. 


1.  Do  you  have  an  agreement  with  Visa  or  MasterCard?  YES  |_|  NO  | _ 

2.  Do  you  issue  your  own  credit  card(s)  other  than  Visa  or 
MasterCard? 

YES  |_|  NO  |_|  IF  NO  to  both  1 AND  2,  GOTO  6. 

3.  How  many  credit  cards  do  you  have  issued?  ,000 

4.  A.  Who  does  your  credit  card  processing? 

|_|  In  house  (Go  to  5. a.)  |_|  Outside  service  (To  4.b.) 

4. B.  WHO?  

5.  A.  Do  you  use  an  outside  service  for  authorization? 

YES  |_j  (Go  to  q.  5.B.)  NO  |_|  (Go  to  q.  6.) 

5. B.  Who? 

6.  Does  your  bank  have  its  own  ATM  machines?  YES  |_|  NO  |_| 

7.  Is  your  bank  a part  of  an  ATM  network? 

YES  |_|  (To  q.  8.)  NO  |_J  (Please  go  to  Q.  9.) 

8.  Which  networks)? 

A. B. 

9.  Does  your  bank  offer  ATM  cards?  YES  |_J  NO  |_|  (Go  To  Q.  11.) 

10.  How  many  ATM  cards  do  you  have  outstanding?  

I would  like  to  broaden  the  subject  and  discuss  your  overall  data 
processing  operation. 
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11.  Do  you  use  an  outside  vendor  for  all  or  part  of  your  data 
processing? 

A.  YES  |_J  (Go  to  q.  14.)  NO  |_|  (Please  go  to  q.  12.) 

12.  Have  you  ever  considered  using  an  outside  services  vendor  for  all 
or  part  of  your  data  processing  operations? 

YES  |_|  NO  |_| 

13.  WHY? 


(Now  go  to  q.  26,  please) 

NOTE:  Next  section  is  a MATRIX 

14.  Which  vendor (s)  do  you  use? 

15.  Is  this  service  provided  under  a Facilities  Management  contract? 
16  What  applications  do  they  provide  for  you? 

17.  What  is/are  your  expenditure (s)  for  each  contract? 

18.  When  does  your  current  data  processing  contract (s)  expire? 


VENDOR 

A. 

Facilities  Management 

Contract?  Expenditures  Expires 

When? 

($000) 

YES  1 1 NO  I 

Applications: 

B. 

YES  | | 

NO  | | 

Applications: 

C. 

YES  | | 

NO  | | 

1 

Applications: 

19 . What  do  you  plan  to 

do  when  your  contract 

with 

expires? 

Vendor  A. 

Vendor  B. 
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20.  Would  you  rate  on  a 1-10  scale,  with  10  being  high,  your  data 
processing  vendor (s)  in  terms  of: 

VENDOR:  ABC 

A.  Ability  to  meet  your  current  needs.  | | | 

B.  Ability  to  develop  and  deliver  new  systems.  | | | 

C.  Responsiveness  to  user  requirements (enhancements)  | | | 

D.  Cost  Effectiveness  | | | 

21.  You  rated  (Item  ) low  for  (vendor)  . Why? 


22.  Have  you  considered  replacing  any  of  these  vendors? 

YES  |_|  NO  |_|  (Go  to  q.  24.) 

23.  Who?  Why? 


24.  Have  you  considered  using  other  vendors  for  additional  services? 

YES  |_|  (To  q.  25.)  NO  | _J  (To  q.  26.) 

25.  Please  describe. 


26.  Do  you  do  any  processing  in-house? 

YES  |_|  NO  |_J  (Please  go  to  q.  29.) 


27.  On  a 1-10  scale,  where  10  is  high,  please  rate  your  in-house 
data  processing  operation. 

. A.  Ability  to  meet  your  current  needs.  | 

B.  Ability  to  develop  and  deliver  new  systems.  | 

C.  Responsiveness  to  user  requirements  (enhancements)  | 

D.  Cost  Effectiveness  | 

28.  You  rated  (item  from  #27)  as  "low.”  Why? 


29.  Do  you  currently  offer  data  processing  services  to  other  banks 
not  owned  by  your  bank  or  your  holding  company? 

YES  |_|  NO  |_|  IF  NO,  go  to  36. 

30.  How  many  banks  do  you  offer  these  services  to?  

31.  Are  these  services  using  the  same  software  you  use  in  house  for 
your  own  applications?  |_J  YES  |_|  NO 

32.  What  is  your  annual  revenue  from  these  services?  

33.  What  is  the  average  size  in  assets  of  your  bank  data  processing 

services  customer?  

34.  Are  your  revenues  from  these  services: 

Increasing  |__|  or  Decreasing  | | ? 

35.  Why?  


36.  If  you  could  offer  a full  line  of  data  processing  services  to 
other  banks,  and  have  the  services  provided  by  an  outside  service 
vendor,  or  a strategic  partner  who  would  guarantee  you  a profit,  would 
this  be  of  interest  to  you? 

YES  |_|  (To  q.  38.)  NO. |_|  (To  q.  37) 


37.  Why  not? 


38.  Would  you  consider  having  an  outside  services  vendor  or  strategic 
partner,  assume  total  responsibility  for  your  data  processing 
operation,  including  personnel  and  the  purchase  of  assets,  in  exchange 
for  a long  term  servicing  contract? 

YES  |_|  (To  next  paragraph.)  NO  |_|  (To  q.  39.) 

We  have  a client  that  offers  such  services.  Would  you  like  to 
receive  some  information  about  these  services? 

YES  |__|  (To  next  paragraph)  NO  |_|  (To  q.  39.) 

39.  Why  not?  


The  company  is  First  Data  Management  Company.  I will  have  someone 
from  that  company  provide  you  with  additional  information  on  their 
services. 

40.  Thank  you  for  your  time  and  insight,  we  will  send  you  the 
Executive  Overview  when  it  is  completed.  May  I verify  your  address 
so  that  we  can  be  sure  it  reaches  you?  (Fill  out  cover  sheet  and 
terminate  interview) 


41.  Other  comments. 


About  INPUT* 


INPUT  provides  planning  information,  analysis,  and  recommenda- 
tions to  managers  and  executives  in  the  information  processing 
industries.  Through  market  research,  technology  forecasting,  and 
competitive  analysis,  INPUT  supports  client  management  in  making 
informed  decisions. 

Continuous-information  advisory  services,  proprietary  research/con- 
sulting, merger /acquisition  assistance,  and  multiclient  studies  are 
provided  to  users  and  vendors  of  information  systems  and  services 
(software,  processing  services,  turnkey  systems,  systems  integration, 
professional  services,  communications,  systems/software  mainte- 
nance and  support). 

Many  of  INPUT'S  professional  staff  members  have  more  than  20 
years'  experience  in  their  areas  of  specialization.  Most  have  held 
senior  management  positions  in  operations,  marketing,  or  planning. 
This  expertise  enables  INPUT  to  supply  practical  solutions  to  com- 
plex business  problems. 

Formed  as  a privately  held  corporation  in  1974,  INPUT  has  become  a 
leading  international  research  and  consulting  firm.  Clients  include 
more  than  100  of  the  world's  largest  and  most  technically  advanced 
companies. 


INPUT  OFFICES 


North  America 


International 


Headquarters 


Europe 


1280  Villa  Street 
Mountain  View,  CA  94041 
(415)  961-3300 

Telex  171407  Fax  (415)  961-3966 


London  W1X  3RB,  England 
01-493-9335 

Telex  27113  Fax  01-629-0179 


INPUT  LTD. 

41  Dover  Street 


New  York 

Parsippany  Place  Corp.  Center 
Suite  201 
959  Route  46  East 
Parsippany,  NJ  07054 
(201)  299-6999 

Telex  134630  Fax  (201)  263-8341 


INPUT  s.a.r.l. 
29,  Leningrad 
Paris  8,  France 
42-93-60-50 


Telex  2064  70  Fax  45-22-62-23 


Washington,  D.C. 

8298  C,  Old  Courthouse  Rd. 

Vienna,  VA  22180 

(703)  847-6870  Fax  (703)  847-6872 


Japan 

FKI,  Future  Knowledge  Institute 
Saida  Building, 

4-6,  Kanda  Sakuma-cho 
Chiyoda-ku, 

Tokyo  101,  Japan 

03-864-4026  Fax  001-03-864-4114 


